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EDUCATION SAVINGS ACCOUNTS/Student Improvement Incentive Awards

SUBJECT:

No. 2302 to the Landrieu amendment No. 2301.

SYNOPSIS:

Education Savings Act for Public and Private Schools . . . H.R. 2646. Kempthorne modified amendment

ACTION: AMENDMENT AGREED TO, 58-42

As amended, H.R. 2646, the Parent and Studentgdafatount PLUS Act, will enact the cpnomiseprovisions

of S. 1133, as morted, on education sagis accounts and other education initiatives. It wiland the recentl
enacted education sagsaccount tax credit, wiirovide an exclusion frorgross income for distributions froqualified State
tuition programs, will extend and @and the current-law section 127 tax exclusion (fopleyer-provided education assistance),
and will assist locaglovernments in issughbonds for school constructiony lcreasig the small-issuer bond exetion. The bill
will also enact groposal togive school construction aid toghi growth districts. In total, gproximately $6 billion in tax relief for
education over the next }@ars will beprovided. That cost will be more than fubffset by modifying the enployer deduction
for vacationpay and ly chamging the treatment of the fogri tax credit cagback and cayforwardperiods (for increased revenues
of $6.9 billion over 1Gears). The education tax credit will begparded y increasig the annual contribution limit for education
IRAs from $500 to $2,000 for taxabjears 1999 thragh 2002 and Y charging the definition ofqualified education genses to
include kindegarten throgh twelfth grade (K-12) egenses (the credit curreppplies onl to higher education genses).

The Landrieu amendment would strike the pihvisions on education sags accounts and would instead authorize a new
program under which the Secretasf Education coulghick up to 250 schoolperyear togive $100,000 because in higimion they
had "established standards of excellence and demonstratgidlavdl ofquality.” Each school that wascked would be called
a "Blue Ribbon School” for gears. Bottpublic andprivate schools could backed.

The Kempthorne modified perfecting amendmentvould restore the biffrovisions on education sags accounts that would
be stricken ¥ the undegting amendment, would strike tipeovisions to authorize fundyfor Blue Ribbon Schools, and in lieu
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thereof would add a section that wopketmit State educationagjiencies to use Elemenyaand SecondgrEducation Act funds
to awardpublic secondar schools that thedetermined ¥ objective assessments to be outstagdirhools.
NOTE: After the vote, in accordance witlp@or unanimous consentgeest, the Kempthorne amendment was modified to be
a first-dggree amendment to the bill. The Senate then voted on the Landrieu amendment as it was offered (see vote No. 97).

Those favoringthe amendment contended:

We gyree with spporters of the Landrieu amendment that it goad idea tajive outstandig schools financial rewards. That
approach will encourge schools to iprove in the hpe of winnirg greater fundig. Punping more and more mowgeénto failing
schools does not encogeathem to succeed; in fact, it rewards failure. However, we have sevgraproblems with the Landrieu
amendment. First, it would strike the funglifor the education sawis accounts. As on all of thevious amendments on this
sulject, our collegues have mistakentcharacterized the 15 million low-income and middle-income families that would benefit
from those accounts as "rich," andytiave gain underestimated the value of the accounts because thgeatzerdenefit would
"only" be around $3@er year. As we have @ained on so manprior occasions, thgreat benefit of this bill is that it will
encourge Americans to save their own mgrfer education. B giving a tax break that will cost $500 million ovey&ars and $1.5
billion over 10years, 15 million American families will save $5 billion oveyears and $10 billion over M@ars to pend on
education. In contrast, their amendment wgusd authorize $1.6 billion in new Federpérdirg on Education, diregtlunder the
control of the Dpartment of Education, on a yesmallpercentge of the schools in America. Thus, the Landrieu amendment would
spend more mong instead ofjiving a tax break, and would accplish a lot less. The secoptbblem we have with the amendment
is that it would increase overapjendirg. We think that a much better idea would bepensl the mongthat is beig given now
more wisey. In 1971, in constant dollarper pupil expenditures in America totalled $4,000. Over the nexy@ars, those
expendituresgradualy rose to $6,000 togaand at the same time tperformance of studenggadualy declined. Cleayl the
problem with education togias not underfundig. The thirdproblem we have with the Landrieu amendment is that it waalge
the Dgpartment of Education totglin chage of the hong pot. States would not haveyaauthoriy to pick schools. Riht now the
Department of Education hagpeogram under which it considers Statpuh but there is no geirement in this amendment for it
to continue to do so. The currgmbgramjustgives recgnition--schoolgyet aplaque and gat on the back. If lge cash handouts
were involved, we imgine that other considerations could unoffigidlecome involved, such as whether the schools were located
in districts ofparticular Members of Camness who were Members oparticularpolitical party. Thowgh we have serious fdttions
to the Landrieu amendment, we stilpgart its principle thatgood schools deserve to be rewarded. Therefore, we have offered the
Kempthorne amendment as a substitute. First, this amendment would restore the educatipacamimprovisions, which are
the heart of this bill. Second, it would substitute a school agagdam that would not have the defects of the Landrieu amendment.
It would not add new funds; it would allow States to use their ElenyesmiarSecondgirEducation Act funds tgive awards. Also,
it would notput the Federal Government in carofpicking schools; instead, it would leave the decisions at the State level. The
States are closer to the schools and thus are in a pesiéon tojudge. Finall, it would prevent the decisions from begin
politicized, by requiring States to make awards baspdruoljective assessments. The Kgghorne amendment'gproach is cleayl
preferable to the @roach taken Y the undefling amendment. We ge our collegues to spport it rather than the Landrieu
amendment.

Those opposinghe amendment contended:

The Kenpthorne amendment would not doy#iming to rewardgood schools. As we understand matters, States canyairead
their Elementar and SecondgrEducation Act moneto give awards. Also, unlike the undgrig amendment, it would not allow
private, includirg parochial, schools tget ary mongy. The Landrieu amendment is clgapteferable. The Dertment of Education
alread/ has a blue ribboprogram. Schools in a State petlentify outstandig schools, and then the Secrgtaf Education calls
officials from those schools to Wasgton togive them each plaque and a lgj blue ribbon. Everyear 250 schools are honored,
and there is no discriminatiogainstprivate or relgious schools. It is nice for the schools that are honored, but it ialbt vey
helpful. The Landrieu amendment would make itgfel by authorizirg $100,000 awards for ewewinning school. We imgine
thatgiving such awards would serve as ansrorg incentive for all schools to ipnove in an effort to win an award, and it would
help the winnirg schoolgyet even better. The fundjrior theprogram would come from eliminatiythe education saws account
provisions of the bill. Thosprovisions will on give a little hep, about $3(er family, and will ony heb pegple with enogh
moneg to goen savigs accounts. This amendment is clgareferable both to thprovisions of the undeying bill and to the
Kempthorne amendment. Weg# our collegues to rgect the Kempthorne amendment, andrae to the Landrieu amendment.



